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TIPS FOR BUSY READERS
MARILYNN G. WINBORNE, CPA

taken once the causes are detected. In case of
variances with a favorable effect upon profits,
management will be interested to discover the
causes to promote continuation of the situa
tion.

Developing the Funds Statement As the Third
Major Financial Statement, Wendell P.
Trumbull, NAA Bulletin, Section 1, April,
1963.
Balance sheets and income statements, the
primary reports, should be supplemented by
funds statements. Retained earnings analysis,
the unusual third report, is necessary only
when there have been unusual events directly
affecting retained earnings. The funds state
ment is useful each period in that it offers a
direct link between the balance sheet and the
income statement and contains information
presented from a different and enlightening
viewpoint.
The funds statement can be a summary of
cash flows and working capital changes or an
explanation of all balance sheet changes. The
first two emphasize the short-run view, where
as the latter stresses the long-run implications
of asset and equity changes. This use of the
statement, as a summary of all accounting
transactions, complements the balance sheet
and the income statement and offers pertinent
information as to the disposition of income for
capital maintenance—information which is all
too often undisclosed.
An example of the expanded funds state
ment is given and compared with the more
familiar forms of analysis.
One serious objection to the article could
be raised on the discussion of the meaning of
depreciation charges. Other than this, the ar
ticle is interesting and offers a new device for
the communication of financial data.

Conclusion
As demonstrated, Responsibility Accounting
is more than just a new data accumulation
system; it is a powerful managerial control
device. By accumulating, reporting and ana
lyzing accounting data by areas of responsi
bility, it provides management with the neces
sary informational basis to control operations
and key individuals throughout the entire
organization. By linking responsibility and
accountability, it helps to discover and solve
many managerial problems, which had been
hidden below the surface before.
Its uniqueness is the fact that it enables
management for the first time to control the
business affairs, by controlling the people re
sponsible for carrying out the various tasks.
Through incorporating of the human element
into the accounting framework, Responsibility
Accounting qualifies as another milestone in
the revolutionary reorientation process of our
discipline.
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search Series #2
3Gorgon Shillinglaw, COST ACCOUNTING,
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Responsibility Accounting
(concluded)
trollable at the responsibility level to which
the report relates. Costs controllable only at
the top-management level, are shown in the
condensed over-all report. The same applies to
costs which under the orthodox reporting
methods would have been allocated between
the departments on the basis of an arbitrary
formula.
If actual operations in each responsibility
center follow the budgetary plans, presumably
there are no troubles, and operations can be
allowed to continue unchanged.
If the responsibility reports disclose significant favorable or nonfavorable variances, the
specific area of operations should be investi
gated to discover the underlying causes. In
case of variances with an adverse effect upon
profits, immediate remedial actions have to be

*
*
*
Corporations have no souls, so the legend
runs. Granted. But those selected to manage
their affairs must have to achieve success.
Sometimes, however, they enter upon a mad
scramble for material results, and lose them
in consequence. Although a concern thus
headed may seem to flourish for a brief spell
and yield material dividends, it is certain to
cease to do so, and must gradually decay. The
proper executive is unquestionably he who
adopts the Golden Rule as the keynote of his
life; who buries self, when acting in a repre
sentative capacity, for he is sure so to conduct
himself on all occasions as to reflect credit
upon himself, and the concern by which he is
engaged as well.
—F. W. Lafrentz
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